
Exhibit J 

Timetable 

Action Time from Start Date 

Execution of Agreement December 18,2003 

Filing of Motion to Approve (I) Bidding Procedures and 
Break Up Fee and (ii) Agreement With Qwest 2 Business Days 

Bankruptcy Court Approval of Bidding Procedures. January 9,2004 

Auction February 13,2004 

Bankruptcy Court Approval of Sale Order February 19,2004 

Bankruptcy Court Approval of Disclosure Statement April 16,2004 

Bankruptcy Court Entry of Confirmation Order. June 4,2004 

Effective Date of Plan. June 30,2004 



EXHIBIT K 

Current Liabilities 
Wage Accruals 
Payroll Taxes, to the extent related to wage accruals 
Bonus 
Commissions 
Vacation 
IBNR MedicaliDental 
Workers CompiAuto Liability 
Legal Fees, not related to the Cases 
Audit Fees, not related to the Cases 
Invoice Processing 
Network Accruals 
Other Accrued Liabilities, not related to the Cases 
Network Expense Settlements 
Subscnber Taxes, other than Subscriber Taxes relating to Tax audit liabilities 
Deferred Revenue - End User 
Deferred Revenue - Set Up 



EXHIBIT L 

Employee Group 
Non-Exempt 
Non-management Exempt 
Supervisors 

Estimated 
we& of 
Severance 

2 
2 
2 

Managers 
Directors 
Commissionable Directors 
VPS 
SVPS 
Above SVPs 

2 
2 
2 
4 

Case by Case 
Case by Case 



EXHIBIT C 



UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 

In re. 

Allegiance Telecom, lnc , gt &, 

Debtors 

Chapter 11 
Case No. 03-13057 (RDD) 

(Jointly Administered) 

ORDER (1) APPROVING THE SALE FREE AND 
CLEAR OF ALL LIENS, CLAIMS AND ENCUMBRANCES 
TO THE SUCCESSFUL BIDDER, (11) AUTHORIZING THE 

ASSUMPTION AND ASSIGNMENT OF CERTAIN EXECUTORY 
CONTRACTS AND UNEXPIRED LEASES, AND (111) GRANTING RELATED RELIEF 

Upon the motion, dated December 18,2003 (the “Motion”), of Allegance 

Telecom, Inc (“Allegance”) and its duect and mdirect subsidiaries, as debtors and debtors m 

possession (collectively, together with Allegance, the “Debtors”), for an order (I) approving the 

sale to XO Communications, Inc. or its designee (the “Successful Biddei’ or “Buyei’), pursuant 

to and in accordance with a certain Asset Purchase Agreement’ by and among certam of the 

Debtors and Buyer, a copy of wluch is attached hereto as Exhihit A (the “Purchase Agreement”), 

of either (a) substanbally all of the asses of Allegance and Allegiance Telecom Company 

Worldwide (“ATCW’) and all ofthe stock of the direct and mdirect reorgazed subsidmies of 

ATCW, excludmg the stock of Shared Technologes (collecbvely, the “Subsidiary Sellers”), 

wluch shall be effectuated through a plan of reorgamation, or (b) alternatively, at the election of 

either of the parhes as provided in and subject to the terms of the Purchase Agreement, 

substantially all of the assets of Allegiance, ATCW, and the Subsidmy Sellers (m either instance 

((a) or (b)) above, collectively, the “Sale Assets”); free and clear ofall h m ,  clauns, 

‘ Capitalized terms not otherwise defined herein shall have the meanings ascribed tothem in the Purchase Agreement 



encumbrances and mterests, and cemn taxes, (ii) au thomg the asmphon and assignment of 

certain executory conhacts and unexplred leases, and (in) gmnhng cemn related relief, and the 

Court having entered an order (the “Biddmg Procedures Order”) on January 15,2004 approving 

the Bidding Procedures (as detined therem), whch is Docket No. 867, and the Corn havmg held 

a heanng on February 19,2004 to approve the relief requested m the Mohon (the “Sale 

Heanng”), and it appeanng that nohce of the Sale Heanng has been provided to (i) the Office of 

the Umted States Trustee, (11) the attorneys for Prepetition Lenders (as defined in the Motion), 

(in) the attorneys for the Creditors’ C o m t t e e  (as defmed in the Motion), (iv) all nondebtor 

contractmg and lease parties identified on Schedule 4.20 and 4.21 of the Disclosure Schedules; 

(v) all parties that provide telecom services to the Debtors pursuant to tariffs, (vi) all parties who 

have made wntten expressions of interest in acquiring the Sale Assets or the Busmess w i b  two 

(2) months pnor to the date of the Motion, (vii) all known persons holdmg Interests (as defmed 

herem), (vlii) the Secunhes and Exchange Comnussion; (uc) all taxlng authonhes that have 

junsdiction over the Sale Assets, (x) all Governmental Enhhes havmg junsdiction over the Sale 

Assets with respect to Envuonmental Laws, (XI) the attorneys general of all states m whch the 

Sale Assets are located, (xn) the Federal Commurucahons Comss ion  and applicable state 

public utdity and other applicable regulatoq C O ~ ~ I S S ~ O I I S ,  and (xlii) all other parhes that had 

filed a notice of appearance and demand for service of papers in these bankruptcy cases under 

Rule 2002 of the Federal Rules of Bankruptcy Procedure (the ‘‘Bdauptcy Rules”) as of the date 

of the Motion, and it appearing that nohce of the Sale Heanng was published m the Inhod 

&horn of The New York Times and The Wall Street Journal on January 28,2004; and it 

appeanng that such nohce constitutes good and sufficient nohce of the Mohon and Sale Heanng 

and that no other or m e r  notice need be provlded and upon the Motion and the record of the 
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Sale Heanng and all other proceedmgs had before the Court; and all objections to the Mohon 

having been resolved, expunged or overruled, and it appeanng that an order approvlng the 

transaction(s) contemplated m the Purchase Agreement (collectively, the “Sale Transaction”) is 

in the best interests of the Debtors and all parties in interest; and it appeanng that the Court has 

JUnSdlctlOn over th~s matter. and the Court havlng ovenuled all remallung objections to the 

Motion for the reasons set forth at the Sale Heanng, and upon the record of the Sale Heanng, and 

afler due deliberation and sufficient cause appeanng therefor, 

IT IS HEREBY FOUND AND DETERMINED THAT: 

A Ths Court has junsdiction over the Mohon under 28 U S  C $8 157 and 

1334, and t h ~ s  matter is a core proceeding under 28 U.S C $ 157(b)(2)(A) Venue of these cases 

and the Motion in this Court is proper under 28 U S  C. $5 1408 and 1409. 

B. The statuto~~ predicates for the relief sought in the Moaon are sections 

l05(a), 363(b), (0, (m), and (n) of the Uluted States Bankruptcy Code (the “Bankruptcy Code”) 

and Bankruptcy Rules 2002,6004,6006, and 9014 

C .  Proper, mely,  adequate, and sufficient notice of the Mohon and the Sale 

Transachon has been provided m accordance with sections l05(a) and 363 of the Bankruptcy 

Code and Bankruptcy Rules 2002,2002(1), 6004, and 9014, in compliance with the Order 

Establishmg Notice Procedures, dated May 15,2003, and m compliance with the Biddmg 

Procedures Order. Such notice is good and sufficient, and appropnate under the particular 

cncumstances, and no other or further notice of the Motion or the Sale Heanng is or shall be 

required. 

D As demonstrated by the pleadmgs and affidavit of publicanon filed in 

connechon herewith, as well as the teshmony at the Sale Hearing, the Debtors have marketed the 
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Sale Assets and conducted the sale process in compliance with the Biddmg Procedures Order and 

have completed a full, f a r  and complete auchon process 

E. No consents or approvals, other than those expressly set forth in and 

requued by the Purchase Agreement or expressly set forth herein, are required for the Debtors or 

Buyer to consummate the Sale Transachon 

F Approval of the Purchase Agreement and consummahon of the Sale 

Transaction at ths time are m the best interests of the Debtors, their creditors and thelr estates 

G The Debtors have demonstrated both (I) good, sufficient and sound 

busmess purpose and justification, and (ii) compelllng circumstances for approval of the Sale 

Transachon pursuant to section 363(b) of the Bankruptcy Code and ln connection with a plan of 

reorgankihon. 

H. A reasonable opportumty to object or be heard with respect to the Motion 

and the relief requested therem has been afforded to all mterested persons and enhties 

I The Purchase Agreement was negotiated, proposed and entered mto by the 

Debtors and Buyer m good fiith, without collusion, and from arm's-length bargaming positions 

Neither the Debtors nor Buyer have engaged in any conduct that would came or p e m t  the 

Purchase Agreement to be avoided under sechon 363(n) of the Bankruptcy Code Buyer IS not 

an 'h ider"  of any ofthe Debtors, as that term is defined m sechoii 101 of the Bankruptcy Code 

Buyer was the w m g  bidder for the Sale Assets at the Debtors' auction 

conducted on February 12 and 13,2004. Buyer is a good faith purchaser under section 363(m) 

of the Bankruptcy Code and, as such, is enbtled to all of the protections afforded thereby. Both 

Sellers and Buyer will be acting m good fath withm the m e m g  of section 363(m) of the 

Bankruptcy Code m closhg the Sale Transachon at all tunes. 

J .  
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K The Purchase Agreement was not entered mto for the p q o s e  of 

hndenng, delaymg or defraudmg credtors under the Bankruptcy Code and under the laws of the 

Uruted States, any state, territory, possession or the District of Columbia. 

L The Purchase Pnce for the Sale Assets pursuant to the Purchase 

Agreement ( I )  IS fa r  and reasonable, (11) I S  the highest and best offer for the Sale Assets, and (111)  

constitutes reasonably equvalent value and fau consideration under the Bankruptcy Code and 

under the laws of the Uruted States, any state, temtory, possession, and the Distnct of Columbia 

M The transfer of the Sale Assets to Buyer will be a legal, valid, and 

effechve transfer of the Sale Assets, and will vest Buyer wth all nghts, htle and interest m and to 

the Sale Assets free and clear of all Interests (other than Pernutted Liens of the type set forth m 

clause (m) of the deht ion thereof contamed m the Purchase Agreement), whch have, or could 

have, been asserted by the Debtors or thex creditors or any other person. 

N The Debtors have demonstrated compellmg and sound business 

justlficabons for authorizing and approvmg the process (the “Early Fundmg Process”) 

established under the Purchase Agreement, the Operatmg Agreement (as defined below) and 

related documents, pursuant to whch, on the date (the “Early Fundmg Date”) that the events in 

paragraph N(i) through N(v) have occurred (even before all State PUC Consents have been 

obtamed as requlred by applicable law), Buyer shall pay the Purchase Pnce, as may be adjusted 

m accordance with the Purchase Agreement, into escrow, pursuant to the Purchase Pnce Escrow 

Agreement, and manage and control the A c q m d  Assets until Closmg, at which time the 

Purchase Pnce shall be released h m  escrow and the Sale Transaction shall be consummated m 

accordance with the Purchase Agreement: (I) the receipt by the parties of FCC Consent; (h) the 

expirahon or earlier termmation of the applicable waiting period under the HSR Act m respect of 



the Sale Transaction and any other transactions contemplated by the Purchase Agreement; (in) 

the satisfachon or waver of the conditions to Closing set forth m the Purchase Agreement, 

except for the conditions contamed m Section 7 4(a) of the Purchase Agreement (relatmg to the 

Bankruptcy Plan); (iv) the satisfachon or waiver of the conditions contamed m Sechon 8 3 of the 

Purchase Agreement that, m the event of an Early Closmg Elechon, (x) the Closing pursuant 

thereto shall not occur sooner than the later of thilty-five (35)  days after the Sale Order Approval 

Date or twenty (20) Busmess Days after the delivery of either such elections, (y) Sellers shall 

serve a notice to assume or to assume and assign the Assumed Contracts on all non-debtor 

parties to the Assumed Contracts at least twenty (20) days pnor to the Closmg, and (z) the 

Closmg shall occur no sooner than twenty (20) Busmess Days after the delivery of the notices 

requred under Section 8 3 of the Purchase Agreement in respect of Additional Assumed 

Contracts, and (v) execution and delivery by the Debtors and Buyer of an Operahng Agreement 

substantially m the form annexed to the Purchase Agreement (the “Operatmg Agreement”). 

Such compellmg and sound business justifications for the Early F u n h g  Process mclude greater 

certamty for the Debtors that Closmg will occur and a potential reduchon of catam expenses 

that otherwise may have been borne by the Debtors’ estates dunng the pencd commencmg on 

the Early Fundmg Date and e n h g  on the Closing Date 

0 The Debtors have demonstrated a compelling and sound busmess 

jushfkahon for authonmg the payment of the Liquidated Damages (as defined below) to the 

Buyer under the cucumstances, tuning and procedures set forth m the Purchase Agreement. The 

Liqmdated Damages are not a penalty but, rather, a reasonable estmate of the damages to be 

suffered by Buyer m the event the transactions contemplated by the Purchase Agreement are not 

consummated under the circumstances set forth therem. 
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P The Liquidated Damages were a matenal mducement for, and express 

condlhon of, Buyer's willmgness to enter mto the Purchase Agreement, and Buyer was unwlhng 

to comrmt to hold open its offer to acqulre the Sale Assets, pendmg Closmg, and to consummate 

the other transactions under the terms of the Purchase Agreement unless it was assured of the 

nght to payment of the Liquidated Damages 

Q Solely for purposes of section 1145 of the Bankruptcy Code, Buyer is a 

successor of the Debtors and has acquued substantially all of the assets of the Debtors. 

NOW THEREFORE, IT IS HEREBY ORDERED, ADJUDGED AND 

DECREED THAT: 

1 The Mohon is granted. 

2 All objections to the Motion or the relief requested therein that have not 

been w~thdrawn, waived or settled, and all reservahons of nghts included therm, are hereby 

overmled on the ments 

Approval of the Purchase Amement 

3 

hereby approved 

4. 

The Purchase Agreement and all of the terms and condihons thereof are 

Pursuant to section 363(b) of the Bankruptcy Code, the Debtors and Buyer 

are authonzed and dmcted to consummate the Sale Transacbon, pursuant to and m accordance 

with the terms and condihom of h Purchase Agreement. 

5 .  The Debtors are authonzed and directed to execute and deliver, and 

empowered to perform under, consummate and implement the Purchase Agreement, together 

with all additional instruments and documents that may be reasonably necessq or desirable to 

implement the Purchase Agreement, and to take all further achons as may be reasonably 

7 



requested by Buyer as may be necessary or appropnate to the performance of the obligations as 

contemplated by the Purchase Agreement 

6 .  

Transfer of the Sale Assets 

I 

The Debtors have completed a full, far  and complete auction process 

Pursuant to sections 105(a), 363(b) and 363(f) of the Bankruptcy Code, 

the bansfir of the Sale Assets, mcludmg all of the stock of the reorganized Subsidiary Sellers as 

provided m and III accordance with the Purchase Agreement (if no Early Closmg Election is 

made), any lmted liability company (“LLC”) rnembershp mterats and any Equipment or other 

Acquired Assets of Debtors that may be transferred to such LLC pnor to the Closmg, to Buyer 

on the later of (I) the Closing, or (ii) the date(s) of applicable State PUC Consent or FCC 

Consent, shall vest in Buyer (or such LLC as the case may be with respect to Equipment or other 

Acqwed Assets) all nghts, fide, and interest m and to the Sale Assets and shall be, free and clear 

of all hens or encumbrances on, mterests m, c l a m  against, and set-off, recoupment, and other 

nghts as to, of any type or nature whatsoever (%teres&”) (other than Pemtted Liens of the type 

set forth m clause (iii) of the defimnon thereof contamed m the Purchase Agreement), which 

have, or could have, been asserted by the Debtors or their creditors or other persons, includmg 

the Bank of New York, as Indenture Trustee, m conneckon with the Debtom’ chapter 1 1 cases, if 

any, with all such Interests of any kmd or nature whatsoever to attach to the net proceeds that the 

Debtors ultimately realize from the Sale Transaction contemplated herem m the order of their 

pnonty, wth the same dihty, force and effect whch they now have as agamt the Sale Assets, 

subject to any clams and defenses the Debtors may possess wlth respect thereto; pronded, 

however, if such transfer of the Sale Assets is effectuated through a plan of reorganizanon, such 

8 
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transfer shall he authonzed pursuant to such plan m accordance with section 1123(a)(5) of the 

Bankmptcy Code 

8 Whether or not an Early Closmg Elechon is made, Buyer shall have no 

liabdity or responsibility for any liability or other obhgafion of the Debtors ansmg under or 

related to the Sale Assets other than as expressly set forth in the F’urchase Agreement and m no 

event shall Buyer have any liability or responsibility for any Excluded Liabihhes (mcludmg any 

unrecorded liabilihes of the Debtors) Without lmting the effect or scope of the foregomg, the 

transfer of the Sale Assets (includmg, wthout lmtation, stock in the reorganized Subsidiary 

Sellers) from the Debtors to Buyer does not and will not subject Buyer or its affiliates, 

successors or assigns or thelr respective properties (mcludmg the Sale Assets) to any liability for 

claims (as that term is defined m section lOl(5) of the Bankruptcy Code) agamt the Debtors or 

the Sale Assets by reason of such transfer under the laws of the Uruted States or any state, 

terntory or possession thereof applicable to such transactions. Neither Buyer nor its affiliates, 

successors or assigns shall be deemed, as a result of actions taken m connechon with the 

purchase of the Sale Assets, (i) to be a successor to the Debtors (except for purposes of section 

1 145 of the Banknrptcy Code), or (ii) to be a conhnuation or substantial contmuation of the 

Debtors or any enterpnse of the Debtors Neither Buyer nor its affiliates, successors or assigns is 

acqumng or assurmng (except as expressly set forth m the Purchase Agreement) any liability, 

wananty or other obhgahon of the Debtors, mcludmg, wthout lirmtahon, any tax mcurred but 

unpaid by the Debtors pnor to the date of the Closmg, includmg, but not lmted to, any tax, any 

h e  or any penalty relatmg to a tax, or any addition to a tax, whether or not previously assessed, 

fixed or audited, whether or not paid, and whether or not contested before and adjudicated by a 

J U ~ C I ~  or admuustrabve tribunal of competent junsdcbon 

9 



9. The process set forth in the Purchase Agreement, the Operahng 

Agreements, the Transition Plan and other related documents for ob tamg all approvals, 

consents (mcludhg assignments of any pemts and nghts of way), cemficates, waivers and 

other authonzahons requlred to be obtamed from, or fillngs or other notices required to be made 

with or to, any Governmental Enhhes havlng JUnSdiChOn over any of the Sale Assets in order to 

consummate the transactions contemplated by the Purchase Agreement and the other related 

transaction documents and the transfer of such Sale Assets, including the NowTransferred 

Assets, to Buyer upon the receipt of such approvals (the “Regulatoly Transition Process”) is 

hereby approved and authonzed pursuant to sections 105,363 and 365 of the Bankruptcy Code 

The Early Fundmg Process, mcludmg, without h t a h o n ,  Buyer’s (a) nght 

to manage the Acqured Assets pursuant to the Operating Agreement ln connechon therewth and 

ln accordance \nth the Purchase Agreement, subject to the supervision of the Debtors, (b) 

assumpaon of all liabilihes relahng to the Acquired Assets incurred h m  and after the Early 

Fundmg Date and (c) exclusive right to receive and retam all the benefits from the Acqulred 

Assets and busmesses relahng thereto from and a k r  the Early Fundlng Date, is hereby approved 

and authonzed pursuant to sections 105,363 and 365 of the Bankruptcy Code. 

10 

1 1. The Sale Assets shall not lnclude any of the equpment owned by Wells 

Fargo Leaslng Vendor Services Corp , whch equipment was previously leased to the Debtors 

under equipment finance leases 4246178,42461486,42461474,42455081,42457102, 

42455047,42455131, and 42461460, said equipment being eight (8) Canon 5000 S copy 

machmes and eight (8) Canon So00 S finishers; provided, however, that th~s paragraph shall not 

prohbit the assumption andor assignment to the Buyer of the Debtors’ lnterest in such 

equipment finance leases 
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Assumuhon and Assiment  of Assumed Contracts to Buver 

12 Pursuant to sections 105(a) and 365 of the Bankruptcy Code, (a) on the 

later of (i) the Closmg, or (11) the applicable State PUC Consent or FCC Consent, or (b) m the 

event of an Early Closing Election, the Debtors’ assumpbon of the Assumed Contracts and the 

Debtors’ assignment to Buyer of the Assumed Contracts to whch Allegiance andor ATCW are 

a party and, if an Early Closmg Election is made, all other Assumed Contracts and Buyer’s 

assumphon on the terms and conditions set forth in the Purchase Ageement of the Assumed 

Contracts assigned to Buyer, are hereby approved and authonzed, provided that the requirements 

of section 365 of the Ban!uuptcy Code are satisfied as set forth m the Debtors’ Nohce of Intent 

to Assume or to Assume and Assign (as defined below) Buyer, the Debtors and counsel to the 

Creditors C o m t t e e  shall keep confdenhal the schedule of Executoly Contracts as set forth m 

Section 3 5(d) of the Purchase Agreement (such schedule shall not be provided to the ind~wdual 

members of the Creditors C o m t t e e  but may be provided to the advlsors for the Creditors 

Comt tee )  

13. Subject to (a) the later of (I) the Closmg, or (ii) the applicable State PUC 

Consent or FCC Consent, or @) an Early Closmg Elechon, the Debtors are hereby authorized 

and directed in accordance with sections 105(a), 363, and 365 ofthe Bankruptcy Code to (x) 

assume and (subject to the terms and condltions of the Purchase Agreement) assign to Buyer the 

Assumed Contracts to whch Allegiance and/or ATCW are a party and if an Early Closing 

Elechon is made, all other Assumed Contracts, free and clear of all Interests of any !und or 

nature whatsoever (other than Perrmtted Liens of the type set forth UI clause (iii) of the d e h h o n  

thereof contained m the Purchase Agreement), provided, however, that the assignment shall not 

affect the nghts of the nmdebtor contract parties under the Assumed Contracts, and (y) execute 

11 
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and deliver to Buyer such documents or other mshuments as may be necessary to assign and 

transfer the Assumed Contracts to Buyer. 

14 Pursuant to the procedures set forth in and subject to Sections 3 5, 6.3 and 

8 3 of the Purchase Agreement, the Assumed Contracts shall be, m the case of Assumed 

Contracts to whch any of the Subsidiary Sellers are a party, assumed and, rn the case of the 

Assumed Contracts to whch Allegiance and/or ATCW are a party, or to whch the Subsidiary 

Sellers are parties and an Early Closing Election IS made, assumed and assigned to, and remam 

m full force and effect for the benefit of, Buyer in accordance with thelr respechve terms, 

notwithstanding any provision m any of the Assumed Contracts (includmg those of the type 

descnbed in sections 365(b)(2) and (f) of the Bankmptcy Code) that prohibits. restricts or 

conditions such assignment or transfer and, pursuant to section 365(k) of the Banlauptcy Code, 

the Debtors shall be relieved from any further liability with respect to the Assumed Contracts 

aAer such assumphon and assignment to Buyer for matters ansmg after assignment and except as 

otherwise provlded m any order or stlpulation regardmg assumption. 

15 All defaults or other obligahons of the Debtors under the Assumed 

Contracts (without gvmg effect to any acceleration clauses or any default provisions of the kind 

specified m sechon 365(b)(2) of the Bankruptcy Code or other defaults as to whch cure or 

performance may be excused by the Bankruptcy Code or other applicable law) shall be promptly 

cured by the Debtors or Buyer as set forth rn the Purchase Agreement as provided m section 

36j(b)( 1) of the Bankruptcy Code, and the cure amounts with respect to the Assumed Contracts 

wlll be those amounts (the “Cure Amounts”) established m accordance with the procedures set 

forth m the Biddmg Procedures Order and E h b i t  2 thereto (as modified below). 

12 
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16 With the exception of the Cure Amounts, except as othenvise set forth 

herein, each nondebtor party to an Assumed Contract hereby will be forever barred, estopped and 

permanently enjomed from assertmg against the Debtors or Buyer, or the property of any of 

them, any default exlstlng under the Assumed Contracts as of the later of (a) the Closing, or (b) 

the applicable State PUC Consent or FCC Consent; or, against Buyer, any counterclaim, defense 

or other claim or Interest under the Assumed Contracts asserted or assertable agamst the Debtors 

or their estates All parties that provide telecommmcahons services pursuant to a tanff related 

to any of the Sale Assets are hereby dxected to continue providing such services to the Debtors; 

provided, however, that wth respect to any such party that is providmg such telecommmcations 

services pursuant to a stipulation with the Debtors pursuant to secbon 366 of the Bankruptcy 

Code, then such sbpulahon shall govern the provision of such services 

17. If the Debtors receive an objection to the cure amounts (the “Cure Amount 

Objection”) set forth m the Notm of Intent to Assume or to Assume and Assign, they shall 

attempt to resolve such disputed cure amounts with the party assertmg the objechon If a 

consensual resolution of the Cure Amount Objection cannot be reached, the Debtors or Buyer, as 

provided ln the Purchase Agreement, will (a) pay in 111 the undisputed porhon of such Cure 

Amount on or before the applicable date of assumption and (b) segregate the disputed portion of 

such cure amount (the “Segregated Amounts”) pendmg the resolution of the Cure Amount 

Objechon by h s  Court or by mutual agreement of the parties. In light of these procedures, the 

fact that any Cure Amount Objection is not resolved shall not prevent, delay or otherwise Impau 

the assumption and assignment of any Assumed Contracts, and the objectors’ only recourse after 

the relevant date of assumphon or the assumphon and assignment, as the case may be, shall be to 

the applicable Segregated Amounts 
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18 Notwithstandmg anythmg to the contrary contamed in the Biddlng 

Procedures Order, mcludmg, wthout Imtation, E h b i t  2 thereof, the Debtors, ln consultation 

with the Credtors Comt tee ,  shall m d f y  the Contract Assignment Nohce (as defined in the 

Biddlng Procedures Order) ~fl a manner satisfactory in form and substance to Buyer and in 

accordance with the Bankruptcy Rules before the Contract Assignment Notice IS served as 

required under the Bidding Procedures Order, to provide notice of (a) the assumption of all 

Assumed Contracts by the Debtors, (b) the assignment to Buyer of the Assumed Contracts to 

whch Allegiance andor ATCW are party, and (c) rn the event of an Early Closing Elechon, the 

assignment to Buyer of all Assumed Contracts (such Contract Assignment Nohce, as so 

modfied, is referred to hereln as the “Notice of Intent to Assume or to Assume and Assign”) 

The Cure Procedures (as defined in the Bidding Procedures Order) are hereby amended to reflect 

the foregoing modificahom 

19 The Debtors retaln the exclusive nght to negotiate and settle clams wth 

any Incumbent Local Exchange Carriers (collechvely, the “ILECs”); promded, however, that the 

Debtors shall not take any action that adversely affects in any matenal respect relahonshps to be 

conhnued or othenvise enjoyed between any of Buyer andor the reorganized Subsidiary Sellers, 

on the one hand, and any of the ILECs, on the other hand, without Buyer’s pnor wntten consent, 

whch consent shall not be unreasonably withheld. Buyer and the Creditors C o m t t e e  shall 

have the nght to parhcipate ln the Debtors’ negotlation and settlement discussions with the 

ILECs and shall have standing to parhcipate in any disputes before the Bankruptcy Court 

regardmg ILEC and norrlLEC Cure Amounts The Debtors shall keep Buyer and the Credtors 

C o m t t e e  tunely d o m e d  of the progress of such d~scussions. Any treatment of LEC charges 

under the Banknrptcy Plan, or otherwise, shall be reasonably acceptable to Buyer. 
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20 Notwithstandmg any of the foregong, or anyhng else to the contrary 

contamed m th~s  Order. the Purchase Agreement or any documents executed therewth, nothmg 

m this Order, the Purchase Agreement or any documents executed therewth shall be deemed to 

affect the nghts of any ILECs, as to any executory contracts or unexpired leases, to object, 

respond, or otherwise be heard with respect to (wthout hmitation) (a) the detemahon of 

whether any servlces or facilities are provided pursuant to an executory contract or unexplred 

lease, mcludmg without hmtahon whether any services or fac~hhes provided to the Debtors by 

or subject to tanffs are provtded under an executory contract, @) the assumption and assignment 

of any such executory contract or unexpmd lease to the Buyer, (c) the suffciency, hming, terms 

and provlsion of any proposed adequate assurance of prompt cure of all defaults and future 

performance by the Buyer and/or the Debtors, and (d) the amount and bming of any cure and 

payments proposed by the Debtors (mcludmg without lmtation whether the Debtors can satisfy 

theu obhgahon to cure any defaults n whole or m part by semg off a g m t  alleged debts of 

such nortdebtor contract counter-palties). Nothmg n ths Order, the Purchase Agreement or any 

documents executed therewith shall be a determ~nation that any of the requlrements for the 

assumption and assignment of any executory contract or unexpmd lease of the LECs have been 

sahsfied and nothmg m th~s Order, the Purchase Agreement and any documents executed 

therewith shall obligate any ILEC to provide any services to the Buyer followmg the closmg. 

All rights of the ILECs and the Debtors, \nth regards to the matters relating to executov 

contracts or unexpued leases, are hereby fully reserved 

Liquidated Damages 

2 1 F'ursuant to section 363@) of the Bankruptcy Code and because damage 

suffered by Buyer m the event of any such termination would be mpossible to calculate and the 
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Liqwdated Damages constitute a reasonable eshmate of such damages, the Debtors are required 

to pay to Buyer as liquidated damages and not as a penalty (1) the Expense Reunbursement 

(whch shall not exceed $10 mllion) & (11) $30 mdhon (clauses (I) and (ii) together, the 

“Liquidated Damages”) mediately in the event that (x) the Purchase Agreement is termmated 

pursuant to Sections 8.l(b), (c), or (d) ofthe Purchase Agreement followmg the Sale Order 

Approval Date, or (y) Buyer elects to temunate the Purchase Agreement pursuant to Section 

8 l(e) of the Purchase Agreement or not to close, m each case because the condition set forth in 

Section 7 2(a) of the Purchase Agreement has not been satisfied, as a result of a Sellers’ 

Intenhod Breach followmg the Sale Order Approval Date. In the event Buyer termmates the 

Purchase Agreement pursuant to Section 8 l(e) of the Purchase Agreement or elects not to close, 

m each case because the condition set forth m Section 7 2(a) of the Purchase Agreement has not 

been satisfied as a result of some reason other than a Sellers’ Intenhonal Breach, the Debtors 

shall pay unmedately to Buyer the Expense R e n n b m e n t  (whch shall not exceed $5 rmllion) 

22 In accordance with the terms of the Purchase Agreement, (a) at any hme 

after the date hereof and pnor to Closmg, the Debtors, after consultation w1th the Creditors 

Comttee,  shall and @I) m the event the Debtors fa1 to comply wth the timeline set f o h  m 

Exhibit J or at anytune alter June 30,2004 and pnor to Closmg, Buyer shall have the nght to 

deliver a nohce (the “Early Closmg Elechon Nohce”) of its mevocable election of early closmg 

and promptly close on the Sale Transactions (the “Early Closmg Electlon”); provided, however, 

that the Closmg pursuant thereto shall not occur sooner than twenty (20) Busmess Days after the 

delivery of the Early Closmg Elechon Nohce In the event that the Debtors’ excluslve periods to 

file and solicit a plan of reorgmzahon under sechon 1121 of the Banlouptcy Code are 

terrmnated the Credtors Comttee shall be pemtted to petihon the COW on lmted notice to 
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require the Early Closmg Elechon The Debtors are authonzed and dlrected to pay the 

Liquidated Damages to Buyer, as requlred under and pmuant to the Purchase Agreement, 

without further order of the Court and the Liquidated Damages shall (a) receive superprionty 

admrrustrahve clam status and shall have pnonty over any and all adrmtllstnhve expenses of the 

lands specified m sections 503(b), 506(c), 507(a), or 507(b) of the Bankruptcy Code, and (b) 

Buyer’s nght to the Liqludated Damages and the superpnonty admuustrative clam stahxi of 

such clams shall survive rejection or breach of the Purchase Agreement, andor conversion or 

dsmssal ofthese chapter 11 cases and shall be unaffected thereby, provided, however, that the 

Liquidated Damages shall not pnme the Liens held by the Sellers’ semor secured lenders and 

any such amounts payable shall be subordmated to the carve out for professionals fees and fees 

under 28 U S C. 5 1930 as provided m the Bankruptcy Court’s order(s) authonzing the Debtors 

to use cash collateral entered m these cases. 

Addihonal F’rovlsions 

23 Pursuant to section 364(c)(l) of the Banluuptcy Code, (a) the obligation of 

the Debtors to pay any adjustments to the Purchase Pnce, mcludmg mterest wth respect thereto, 

and (b) any amounts that may be owed to Buyer pursuant to, or for the Debtors’ breach of, any of 

the Operamg Agreements and the Operating Agreement shall receive superpnonty 

admuustrahve clam status and shall have pnonty over any and all adrmtllstrahve expenses of the 

kinds specified in sections 503(b), 506(c), 507(a), or 507(b) of the Bankruptcy Code; provided, 

however, that any such amounts payable shall be subordinate to the carve out for professional 

fees and fees under 28 U S  C. 5 1930 as provided m the Bankruptcy Court’s order(s) authonmg 

the Debtors to use cash collateral entered m these cases 
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24 Any amounts payable by the Debtors pursuant to the Purchase Agreement 

or any of the documents delivered by the Debtorj pursuant to or m connection with the Purchase 

Agreement shall (a) conshtute a b s t r a t i v e  pnonty expenses of the Debtors’ estates pursuant 

to sections 5036) and 507(a)(l) of the Bankruptcy Code, except as otherwise specifically 

provided m the Purchase Agreement or herem, (b) be paid by the Debtors at the tune and m the 

manner provided in the Purchase Agreement without Mher  order of tlus Court, and (c) not be 

discharged, modified or othenvise affected by confirmation of any plan of reorgaruzahon of any 

of the Debtors or conversion or dismissal of these chapter 1 1 cases. 

25 Nothmg herem approves any schedule, term sheef master services 

agreement, or any other document agreement, or mtrument whatsoever that relates to that 

certam Integrated Network Soluhon Purchase Agreement between Level 3 Communications, 

LLC (“Level 3’3, as successor to Genuty Solutions, Inc., and Allegiance Telecom Company 

Worldwide, ongmlly dated July 24, 2000 (as amended, the “INSPA”), mcludmg, without 

lmtahon, the assumption, assumphon and assignment, rejechon, terminahon, transfer a d o r  

semcing of the INSPA. The INSPA is an Excluded Asset. 

26 Nothmg herem m any way prejudges, waives, lmts ,  reduces, prejudices, 

unpaus, or unpacts m any way the rights and clams of either Level 3 or the Debtors (agamt 

Level 3) in connechon with the INSPA, related contested matters, and adversary proceedmgs or 

otherwise Nothmg m tlus Order shall conshtute res judicata or collateral estoppel m connechon 

with any issue, clam, right or remedy of Level 3 or of the Debtors (against Level 3) in 

connection with the INSPA, related contested matters and adversary proceedings, or otherwise. 

Subject to the express provisions provided m th~s  paragraph and paragraph 25 herein, the 

prelunhary objection filed by Level 3 is w~thdrawn with preJudice. Nothmg in paragraphs 25 or 
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26 of h s  Order shall mpau the Buyer’s purchase of the Sale Assets free and clear of all 

Interests 

27. On the date of the Closing, each of the Debtors’ creditors is authonzed and 

directed to execute such documents and take all other achons as may be necessary to release its 

Interests m the Sale Assets, if any, as such Interests may have been recorded or may otherwise 

exst 

28 All Liens and other Interests held by the Debtors’ semor secured lenders 

on the Non-Transferred Assets and all other Liens and other Interests shall be released at the 

Closmg to the extent such Liens and other Interests relate to the Sale Assets and Buyer shall be 

granted a fmt pnonty, perfected Lien as secunty for all of the Debtors’ obligations to Buyer 

pursuant to the Operatmg Agreement(s) on all Non-Transferred Assets pendmg FCC Consent 

and State PUC Consent, as applicable 

29 Regardless of whether the Debtors’ creditors execute the releases set forth 

m the above paragraphs, h s  Order (a) shall be effechve as a d e t e h a h o n  that, on the date of 

the Closmg, all Interests of any lund or nature whatsoever exlstmg with respect to the Debtors to 

the extent such Interests relate to the Sale Assets pnor to the Closmg have been uncondihonally 

released, discharged and temmted, and that the conveyances descnbed herem have been 

effected and (b) shall be bmding upon and shaU govern the acts of all enhhes hcludmg, wthout 

Imtaho& all f i hg  agents, filmg officers, htle agents, title compmes, recorden of mortgages, 

recorders of deeds, reg~strars of deeds, adnumsmtive agencies, governmental departments, 

secretanes of state, federal, state and local officials, and all other persons and enhhes who may 

be requued by operat~on of law, the dubes of their office, or contract, to accept, file, register or 
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otherwise record or release any documents or mstruments, or who may be requued to report or 

mure any htle or state of htle in or to any of the Sale Assets. 

30. Except as provided hereafter, each and every federal, state and local 

governmental agency or department is hereby dlrected to accept for filing andor recording and 

approve as necessary any and all documents and mtruments necessary and appmpnate to 

consummate the transachons contemplated by the Purchase Agreement; provided, however, that 

nothmg herem is mtended to preempt any nghts of the FCC to revlew and act upon applications 

filed by the parties for approval of the Sale Transaction pursuant to Sectlon 214 of the 

Commurucations Act, or applicable FCC d e s  

3 1. If any person or entlty that has filed financing statements, mortgages, 

m e c h c ’ s  liens, lispendens or other documents or agreements evidencing Interests with respect 

to the Debtors or the Sale Assets shall not have delivered to the Debtors pnor to the date of the 

Closmg, m proper form for filing and executed by the appropriate parhes, termmtion 

statements, mstruments of sahsfichon, releases of all Intmsts whch the person or enttty has 

with respect to the Debtors or the Sale Assets or otherwlse, then (a) the Debtors are hereby 

authonzed to execute and file such statements, mtruments, releases and other documents on 

behalf of the person or enhty w~th respect to the Sale Assets, and (b) Buyer is hereby authonzed 

to file, register, or othemse record a certified copy of thls Order, which, once filed, regstered, 

or otherwise recorded, shall conshtute conclusive ewdence of the release of all Interests in the 

Sale Assets of any kmd or nature whatsoever. 

32. Pursuant to sections lOS(a) and 1146(c) of the Bankruptcy Code, the 

transfer of the Sale Assets to the extent such transfer IS authonzed by a confirmed chapter 11 

plan, shall not be subject to taxahon under any federal, state, local, mumipal or other law 
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imposmg or purportmg to mpose a stamp tax or smlar tax on any of the Debtors’ transfers or 

conveyances of the Sale Assets, whch includes real estate, personal property and any other 

assets. 

33 In the event of an Early Closmg Elechon, the Debtors will deposit an 

amount equal to the amount of the potenha] stamp taxes or smlar taxes mto a segregated 

account and either (a) libgate the applicability of the stamp taxes or smlar taxes with the 

relevant taxtng authonhes or (b) await the decision of the Umted States District Corn for the 

Southem Distnct of New York m In re Bethlehem Steel Cornoration, Case No 01- 15288 (BRL) 

regardmg the applicability of stamp taxes or smlar  taxes m the event of an asset sale. 

34 As soon as practicable affer the Closmg, the Debtors shall reserve 

$1,500,000 of the proceeds from the Sale Transaction in a segregated account pendmg a 

deternation of the clams of the Local Texas Tax Authonhes (as defined m the Local Texas 

Tax Authonbes’ Objection to the Mohon). The liens of the Local Texas Tax Authonhes shall 

attach to the proceeds m the same vahhty, amount and pnonty as and to the extent they exlst on 

the collateral. The amounts m the segregated account shall consbtute adequate protection for the 

sale of the collateral purportedly subject to the Local Texas Tax Authorities’ lien, but shall not 

constitute a llmjt on the amount that such Authorihes are ultnnately enbtled to recover on their 

c l m  as ultunately allowed, nor shall it consbtute an adrmssion of liability by the Debtors wth 

respect to the Local Texas Tax Authonhes’ clams, the existence of any hens, or othenvise 

Further, nothmg herein shall prejudm the nght of any p a ~ Q  m mterest to assert defenses or 

object to any clams or liens of the Local Texas Tax Authonhes. No distribuhon shall be made 

from the segregated account absent consent of the Debtors, the Creditors Committee and the 

Local Texas Tax Authonties, or by order of the Court. 
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35 All enhhes who presently a~ m possession of some or all of the Sale 

Assets are hereby directed to surrender possession of the Sale Assets to the Debton at the 

Closing 

36. The Debtors are hereafler not permitted to cause then Representatives to 

mtiate contact with, solicit, or encourage submission of, and are not pemutted to consider or 

accept, any mquines, proposals or offers by, any Person m connechon wth any mquiry, 

proposal, offer, sale or other disposition related to any or all of the Acquired Assets (mcludmg, 

without hmitahon, a Compehng Transaction) and adherence to this paragraph 36 shall not 

constitute a breach of any fiduciary or other obhgahons or duties to the estates or any other 

person or entity whatsoever (regardless of whether m other contexts such person would be 

entitled to exercise a so-called “fiduc~ary out”) 

37. Th~s Court retainsjunsddon to enforce and implement the terms and 

provlsions of the Purchase Agreement (including the breach of the Purchase Agreement as 

provlded in Section 9.12 thereof), all amendments thereto, any waivers and consents thereunder, 

and of each of the agreements executed m connection therewith in all respects. 

38 The Sale Transactlon is undertaken by Buyer m good faith, as that term is 

used in section 363(m) of the Banlauptcy Code. Accohgly,  the reversal or modificahon on 

appeal of the authonzation provided herein to consummate the hansaction(s) contemplated 

herem shall not affect the validity of the sale of the Sale Assets to Buyer, unless such 

authomtion ts duly stayed pendmg such appeal. Buyer is a purchaser m good fath of the Sale 

Assets, and IS entitled to all of the protechons afforded by section 363(m) of the Banknrptcy 

Code. 
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39. The Purchase Agreement and the transactions and instruments 

contemplated hereby shall be specifically performed and enforceable against and bmdmg upon, 

and not subject to rejection or avoidance by, the Debtors, and thelr respective affiliates, 

successors, and assigns, or any chapter 7 or chapter 11 trustee ofthe Debtors and their estates 

40. The Purchase Agreement and the transactions and instruments 

contemplated hereby shall be specifically performable and enforceable agamt and bindmg upon, 

and not subject to rejection or avoidance by, the Debtors or any chapter 7 or chapter 1 1 trustee of 

the Debtors and their estates. 

4 1 The falure specifically to mclude any parhcular provision of the Purchase 

Agreement m th~s Order shall not d m s b  or unpalr the effechveness of such provision, it being 

the mtent of the Court that the purchase Agreement be authonzed and approved m ~ t s  entuety 

42 The Purchase Agreement and any related agreements, documents or other 

mtruments may, with the consent of the Creditors Comttee, which shall not be unreasonably 

withheld, be modified, amended or supplemented by the parties thereto, in a Writing signed by 

both parties, and in accordance with the terms thereof, without further order of the Court; 

provided that such mdfication, amendment or supplement is not material 

43 Notwithstanding the provislons of Bankruptcy Rules 6004(g) and 6006(d), 

there is no stay pursuant to Bankruptcy Rule 6004(g) and tlus Order shall be effectlve and 

enforceable mechately upon entry 

Dated. New York, New York 
February 20,2004 

id ROBERT D. DRAIN 
UNITED STATES BANKRUPTCY JUDGE 
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